COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

BURKESVILLE GAS COMPANY, INC., KEN-GAS
OF KENTUCKY, INC., AND KEN TURNER

)
)
) CASE NO. 92-178
)
ALLEGED VIOLATION OF KRS 278.300 )

O R D E R

The Commission has before it Case No. 90-2901 to investigate
the gas supply arrangements of Burkesville Gas Company, Inc.
("Burkesville Gas"), a Kentucky corporation formed in 1990 as a
local gas distribution company. That case was established by
Order entered October 3, 1590 to investigate whether Ken-Gas
Company, Inc. ("Ken-Gas") had an adequate and reliable supply of
gas to supply the needs of its customers for the 1990-1991 heating
season. Burkesville Gas was made a party to the proceeding by
reason of its application in Case No. 90-2942 to approve the
transfer of the assets of Ken-Gas to Burkesville Gas. By final
Order entered in Case No, 90-294 on PFebruary 21, 1991, the

Commission approved the transfer of the utility assets of Ken-Gas

1 Case No. 90-290, Investigation to Determine Whether an
Adequate Means for Delivery of Gas is Available to Ken-Gas of
Kentucky, Inc.

2

Case No. 90-294, The Application of Burkesville Gas Company,
Inc. for Approval of the Transfer and Sale of Ken-Gas of
Kentucky, Inc. and Application of Burkesville Gas Company,
Inc. for an Order Authorizing the Creation and Issuance of
$1,300,000.00 of Long Term Instruments of Indebtedness.



to the newly incorporated Burkesville Gas. In the same Order, the
Commission  approved the application of Burkesville Gas to
authorize the creation and issuance of $1.3 million of long-term
instruments of indebtedness to finance the transfer and incidental
construction.

The transfer as approved never took place. Furthermore to
date, Burkesville has been unable to issue the bonds necessary to
finance the sale of the assets of Ken-Gas. Nonetheless,
Burkesville has been the entity responding to the Commission's
concerns in the pending invesgtigation, Case No. 90-290.

"In the course of the Commissicon's proceeding in Case No.
90-250, a lease purchase agreement, attached heretc and
incorporated herein as Exhibit A, was filed into the record by the
principles of Burkesville Gas. That lease agreement demonstrates
that Ken-Gas of Kentucky, Inc., a Commission-regulated Kentucky
corporation, has entered intoc a capital 1lease agreement with
Burkesville Gas instead of the transfer of assets and the
financing arrangements approved by the Commission in Case No.
90-294. The agreement indicates that the utility assets belonging
to Ken~Gas have been leased to Burkesville Gas for a term of 191
months ({or 15.92 years) commencing with the 25th day of January,
1992.

Burkesville Gas, by virtue of the lease agreement, is now the
entity responsible for the day-to-day operation of the gas system
used to supply gas to the residents of Burkesville, Kentucky. The
president of Burkesville Gas is Ken Turner. Mr. Turner holds 49

percent of the stock in Burkesville Gas; Consolidated Financial



Resources, a Texas corporation of public financiers, holds 51
percent of the stock of Burkesville Gas.

Ken-Gas is a Kentucky corporation which provides gas
distribution service and was the entity responsible for the
original construction and operation of the Burkesville Gas
distribution system. Ken Turner is the president and 51 percent
owner of Ken-Gas. In Case No. 90-291 Burkesville Gas represented
that the capital lease agreement referred to above was created due
to Burkesville Gas's inability to issue the bonds necessary to
finance the sale of the assets of Ken-Gas.

The other parties who have entered into the agreement include
Kentucky Energy Transmission Corporation ("Kentucky Energy"), a
gas transporter who is believed to own, at a minimum, 17 miles of
a pipeline used to transport natural gas in the Burkesville Gas
system;3 the Bank of Clinton County, which financed the original
construction of the Burkesville Gés system and which holds a
security interest in the gas distribution system and the Kentucky
Energy pipeline used to transport the gas into Burkesville; and
Consolidated Financial Resources, a 51 percent shareholder in
Burkesville Gas.

Recitals contained in the capital lease disclose that Ken-Gas

owes the Small Business Administration ("SBA") $655,000 plus

Ownership or the right to control the remaining five miles of
the pipeline that is necessary to move gas in the Burkesville

Gas system is disputed and is at issue in Commission Case No.
90-290.



interest. The Bank of Clinton County is the agent for the SBA and
also holds a security interest in the Ken-Gas assets. Kentucky
Energy, the gas transporter, owes the Bank of Clinton County
$192,400 plus interest and the bank has a security interest in the
gas 1line and whatever profits Kentucky Energy receives for the
utilization of that 1line. The 1lease agreement provides that
Ken-Gas 1lease all assets used to provide gas service including
equipment, plant, tools, and the gas franchise to Burkesville Gas
for a period in excess of 15 years and also requires Burkesville
Gas to enter into a transportation agreement with Kentucky Energy.
The Bank of Clinton County agrees to allow Ken—-Gas to lease those
assets in which the bank has a security interest in exchange for
Burkesville Gas agreeing to pay $30,000 up front and pay off the
indebtedness owed by Kentucky Energy, beginning May of 1994, in
payments of $10,000 a month until the debt 1is retired.
Burkesville Gas, with the Bank of Clinton County's agreement, will
thereafter pay whatever amounts are necessary to retire the
$655,000 owed by Ken-Gas on the SBA loan by the year 2008. The
agreement provides that all payments made by Burkesville Gas will
first be applied to retire Kentucky Energy's obligation to the
bank and then to retire Ken-Gas's obligation to the bank. Thus,
Burkesville Gas is obligated to retire both notes for two other
jurisdictional entities which are both owned and operated by Ken
Turner.

A further condition of the lease agreement is the execution
of a transportation contract between Burkesville Gas and Kentucky

Energy as a gas transporter. That agreement provides that



Burkesville Gas will not only make payments of $10,000 per month
beginning in 1994 on behalf of Kentucky Energy, but that the
payment of such sums are independent of the actual transportation
charge for any Mcfs of gas that are transported on behalf of
Burkesville Gas. Therefore, aseparate and apart from retiring
Kentucky Energy's indebtedness to the Bank of Clinton County,
Burkesville Gas shall also pay Kentucky Energy a 40 cent per Mcf
transportation charge. l

The accounting and reporting requirements for natural gas
companies contained in the Uniform Syastem of Acccunts ("UScoA"),
the accounting authority prescribed by this Commiaaioq, require
that the requlated utility record a capital lease as an asset in
Account Ne. 101.1, "Property Under Capital Leases" and an
obligation in Account No. 227, "Obligation Under Capital
Leases-Noncurrent." The Jjurisdictional utility is therefore.
required by the terms of the UScA to record a long-term obligation
on its books. KRS 278.300 requires that a utility obtain
Commission authorization before it incurs any evidence of
indebtedness or assumes any obligation for which payment exceeds
two years. This lease agreement obligates Burkesville Gas for a
period of 191 months, a period greater than two years.

Based upon the foregoing, the Commission finds that a prima
facie showing has been established that Ken—-Gas and Burkesville
Gas have violated KRS 278.300 by failing to obtain prior approval
of the Commission for authority to issue and assume a long-term
obligation or liability with respect to the securities or

evidences of indebtedness of any other person. Accordingly, the



Commission finds that Burkesville Gas and Ken—-Gas should be
required to show cause, if any they can, why they should not be
penalized pursuant ta KRS 278,990 and show cause why the
unauthorized lease agreement and indebtedneas thereon shall not be
void.

Based upon the fact that the capital lease consgtitutes a
transfer of assets from Ken-Gas to Burkesville Gas, the Commission
further finds that a prima facie showing has been established that
contrel of the Ken-Gas has passed to Burkesville Gas under
conditions and parameters that differ from those approved by the
Commission in its Order of February 21, 1991 in Case No. 90-294
and in wviolation of KRS 278.020(4) and (5). Burkesville Gas and
Ken—-Gas should be required to show cause why they should not be
penalized pursuant to KRS 278.990 for their failure to comply with
the Commission's February 21, 1991 Order in Case No, 90-294 and
show cause if any they can why the Commission should not vacate
its Order of February 21, 1991 and void the purported transfer and
the unauthorized capital lease agreement.

As the holder of 49 percent of the stock in Burkesville Gas
and by virtue of his position as president of Ken-Gas and acting
president of Kentucky Energy, Ken Turner should be named in his
individual capacity and should be required toc show cause
individually why he should not be penalized pursuant to KRS
278.990 for his failure to comply with the Order of the Commission
issued February 21, 1991 in Commission Case No. 90-294 and for

procuring, aiding, or abetting in the alleged violationa of KRS

278.020 and 278.300.



The cCcommission further finds that by virtue of its securicty
interest in the gas distribution assets and its capacity as an
agent for the SBA, the Bank of Clinton, and, Kentucky Energy as a
corporation which Ken Turner controls as acting president and
which is the gas trangportation utility serving Burkesville Gas,
both should be named as parties to this proceeding. Consolidated
Financial Regources, as the holder of 651 percent of the
outstanding stock of Burkesville Gas, should further be required
to appear as a necessary party to this proceeding.

IT IS TBEREFORE ORDERED that:

1. Burkesville Gas and Ken-Gas represented by counsel and
Ken Turner in his individual capacity shall appear at a hearing
scheduled for June 16, 1992 at 10:00 a.m., Eastern Daylight Time,
in Hearing Room 1 of the Commission's offices at 730 Schenkel
Lane, Frankfort, Kentucky, and show cause if any can be shown why
they should not be penalized for the violations of KRS Chapter 278
and the Commission Order as discussed herein and, shall further
show cause, if any they can, why the Commission should not void
the wunauthorized capital lease agreement and purported transfer,
the unauthorized indebtedness, and its February 21, 1991 Order in
Case No. 90-29%4.

2. The Bank of Clinton County, Kentucky Energy and
Consolidated Financial Resources shall be made parties to this
proceeding.

3. Burkesville Gas, Ken-Gas and Ken Turner shall within 20
days of the date of this Order file a written response to the

allegations contained herein.



Done at Frankfort, Kentucky, this 1st day of May, 1992.

ATTEST:

Executive D?rector . A;ﬂ:ing

PUBLIC SERVICE COMMISSION

ﬂm&a ULDM o\.

Vice Chairman




QN 92-290

LEARR PURCEADE AOPEEWRNT

THIB .LEASE PURCEASE AGRANMENT, mads and eatered into on

this the Zp day of Tcun s 1992 by and batveen Ken=Gas

of Kentucky, Inc., & Kentucky Corporation, whoss address in

Route 3, Box 26-A, Albany, Kentucky hareinafter referred to as

the LRESAOR, snd Burkssville Gl!.geln-qg.ﬂrpq{.:u Klntuek;: —-—-—-;:ﬁr
Corporation vhose adlrass.is: 119-Upper: River, Burkesville,. ,:.-u.m
Kentucky M2T1T hereinafter refarred t0 as LESSER apnd the Bank -
of Clinton County, whose address is Aldany, Kentucky, hersinsfter
referred to as SECURED PARTY, and Consolidsted Financial Rescurces,
Inc., & Texss Corporation, herseinafter referred to as RELEASCR,

and Kentucky Energy Transnission, Inc., & Keantucky corporation,

vhose udd?ess is Highway 127 North, Albany, Kentucky L2602,

hereinafter refarred %o as XET;
THAT WHEREAS, the LESS0R, Xen-Gdas of Kentucky, Inc. is

the ovher of s certain parcel of propearty which is more particularly
described as followva, to-vwit!

TRACT RO. 1:

Beginning on ap "X" carved ip the coancrete st tha
Northern right of way of Upper River Streset, being
& nev corner with Cappsi thence leaving said

right of wvay, severing the lands of Capps along the
West side of the existing building North Ul deg.
26 min. 15 sec. East 69.92 feet to the Northvest
corner of the building vall, a nev corner with
Cappas; thence vith the Northern wall of the
building South 49 Adeg. 00 min. 38 sec. Esst 30,12
feet to the Northeast cormer of the building,

& new corner with Capps; thence along the Eastern
wvall of said building South Ll deg. 24 min. ST
sec. West T0.19 feat to & "X" carved in the
concrete at the Northern right of vay of Upper
River Street; thence with the Northern right

of way of said street Horth L8 deg. 30 min.

00 sec. West 30.15 feet to the beginning,
containing 0.05 acre, by survey. The actual

tield survey wss conducted by J. A. Staton,

R.L.S. #2603 dated Janusry 15, 1%86.

TRACT HO. 2:
This being the same resl estate conveyed to

Ken-Gas of Kentucky, Ipc. by Deed dated
Japuary 16, 1986 from Catherine Brovn Capps

- Y
EXHIBIT A -



and her husband, Roy Fred Capps, Jr., and
duly recorded in Deesd Book AT at Page §

in she Cumberlaad.Counsy Cours Clerk's.
office.

epea me

Begitning on & steel pin as the Xorsh Nast n
right of way of Upper Biver-Strest; & cormer-

GORBOR %0 the oorider-of Duo Telephome, ih Deed

Book 64 as Page 3635 themae lesving said right

of way line, with the line of Duo Telephone,

North. 36 dege 13 mim. Eest.123 foes %0 & .

;::ol.pln. corasr 2, a goraer commoam %0
th

‘T'\.u:. ne.of suid tele w-lot Souwkh %)
-w»‘%h i b m !
of ‘way- of 'VYetsrans: £iraes; COREOR- %0

Duo Tslephone, thenes leaving Duo Telephone,
vith a lipe commen %o the right of vay of. wvan
Veterans Btross, dased on & 20 foos left and
right of~ sz astadblishad center line, North

36 deg. 15 min. Esat S2.T Zaet to & stesl pin
in the right of way line of Veterans Street,
and & corner to John Orocs, in Deed Book T3
at Page 364, thence changing dirsotion, leaving
the right of way lina, with the line of Oroce,
Lot #4 and 5 of subdivision, North 53 dag.
West 152 feet to & hub of gn axle, & coraer
to the original merker, and o coruer CORMOD
to Oroce and Lloyd Brown, thence changing
directicn, leaving Oroce, vith » line

common te Brovn, South 37 deg. 30 nin.

West 52.7 faet to & steel pin, common to
Brova, and continuing vitk the line, %o

Browvn, South 36 deg. 15 min, West 125 reet

to the beginning, containing 0.4L08 acres.

The plat of said real estate iz recorded in
Desd Book 64 at Page 615 in the Cumbarland
County Court Clark's Office.

This being the sama property counveysd to Xen-
Gas of Kentucky, Inc., by Atlantic Soft Drink
Company, Inc. by Deed dated July 6, 1987 and
filed of record in Deed Book 89 at Page 46k

in the Cumerland County Court Clerk's
Office.

THERE I3 EXCLUDED, snd not conaidered in the

above referred transfer the following described
resl estate:

Begioning at an iron pin (2 ipch pipe) next to
the NE R/W of Upper Hiver Street, corner with
Duo Coupty Telephone; thence with said NE R/W
North 50 deg. 03 min. 03 sec, West L4T.03 feet

to an iron pin (1/2 ineh reber) in line with

the Northvest wall of the Fapsi Cols building;
thence North 39 dag. 24 min., 57 sec. East 180.%0
feet to an irom pin (1/2 inech rebdar} corner vith
John Groce; thence Bouth 50 deg. 55 mim. L7

sec. East 122.0L feet to an frop pin (1 tnch pipe}
next to the Northwest right of vay of Vetsrans
Street; thence with said right of vay South

L0 deg. 20 min. 4O sec. West 54.53 feet to an
iron pis (2 f{neh pipe), & corner with Duo County
Telephone; thence vith Due County Telephone for
2 courses: {1) North L9 deg. 56 min. 21 sec.
West TL,lT7 feet to & post; {(2) SBocuth 39 dag.



.
-

28 min. 50 sac. West 125.18 faet to the
beginning, containing 0.284 of an acrs,
more or nn.

This bctng the same proportr convayed by Xen~Cas

of~Kexgueky, Inc. to the Civy of Burkasville,

Xesntuoky by Deed dated July 13, 1987 snd filed

of racord in Desd Book 89 ats Page M8 in-the

Cunbarlsnd Couaty Court Clark's offics.

TEAT VEERRAS, IET iz 4he owvnar-of @ c-rtlin tranamission
gas lizey being.sapproximstely:2l.siles in:lengsh,. vhich .aurraatly .
has Wd*tr‘xnmﬂt k¥, “The. o provides" ""-"*“"""""
natural ¢u to tb- citr of lnrtnv!.nc dtnri‘buuon aystenm, B
and in vhznh tho LESAEE has ;;:--a to enter into a tranlportttinn
contract vith KET for purposes of utilizing such system to
continue to provide s supply of gas, the terazs of such
transportation agreement being incorporatad herein by refersnce;

THAT WHEREAS, the LESBH0R, Ken-Gas of Kentucky, Inc. is
the current ovoer of a certain amount of equipment vhich has
been set forth and sttached ag Exhibit A to this document, s
certaln amount of gam plant fixtures vhich is set forth and
tttached as Exhibit B to this dacument, a cerisin azount of
tools which f{s set forth and sttached as Exhidbit C to this
document, and & certain smount of office furnishings and
equipment which is set forth snod attached as Exhibit D to this
document, and a Franchise Agreement vith the City of Burkesville,
Kentucky which is designated and denoted as baving been issued
and authorized under City Ordinance 1985-10 in favor of Xen-
Gar of Kentucky, Inc., i1dentified in Exhibit E ss well as
certaln other miscellaneocus itoms such as certain gas agreements
vith Centran, cert;ig right-of-wvay easements, gas line easenments
end ell meters, regulators, and gas linas presently ia place
a8 it pertains to the Burkesville Gas System as identifled iz
Exhibit F; and

TEAT WBEREAS, the LESS0R, Xen-Cas of Kentucky, Ize., is
presently ipndebted tc the SECURED PARTY, the Bsnk of Clinton

County sand the Small Business Adminsitration, hereinarter

referred to as the SBA, in the smount of $6%5k,909.99, plus



acerusd interesy, and sald OGRCURED PARTY has a security interest
iz and to- the-asswia. set forth in Exkibits A shrough P amd
TEAT VEEKREAS, KET 18- presextly tndebdted to the SECUARD" '
PARTY, the Bamk of Clizton County, in the amount of $192,413.10,
plus scorued interest, and the SICURED PARTY heas a ssourity
interess in asd to the. tranportasfon line and all profits,.
r-nﬁmmi»m

--t Q .v

s g Jl"'""‘ sf't""' LN g ey X .

costs for' iho uttlilltaou of nneh traulrorﬂlttoﬁ“flnn; and”

. ® L Sl v m‘-'-‘“w'

THEAT illll&l. th- LIBBOI. tcn-du- of tcntucky. Ina., daoes

bhereby sgree to leass the assets set forth and identified
bersinabove, including the real estate, squipment, fixtures,
and all miscellaneous itsms of inventory, equipment, right-or-
Vay eassments, and otherwise 1dentified hereinabove ar identified
by Exhibits A through F as annexed herato to the LESSEE; and
KET doas further agrse to -x.cﬁtc that certain separaste simultaneous
transportation agresement and addendum thereto with the LEBSEE;
and

THAT WHEREAS, the RELEASOR, Consolidated Financial Resources,
Inc., does heredy sgrea to incorporate the terms of that certain
sale purchase agreement entered into on Beptesber 2k, 1590 aw
Part of this agreement, sc as to cllowv the terms of the option
purchase of same to become effactuated; snd

TEAT WHEREAB, the SECURED PARTY herein agrees to the
Lesse Agreement betveen Ken-Gas of Kentuecky, Inc. and Burkesville
Gas Company, Inoc., and further agrees to the transportation
agreement and the ;d}gndun thereto between KET and Burkesville
Gas Company, Inc., subject to the stipulations hereinbelow
addressed;

NoW, THEREFORE, for sud iz consideration of the recitals
set forth hereinabove, and the mutual coverants and benefits

to be sgreed by the parties as set forth hereinbove, and for



m_m s iema  ee vedwwwu vBN W1 e cn e e

€ood and valuable considsrasicn, the rassips ond sufficiency
of vhich 1s Bersdy seknoviedged by she LESSOR;. the parties of”
thia agresment agres a8 follows: T
1} The LRESSOR doas heredy agree %0 lssse unto the LYBAER
the real estate, equipmens, fixtures, Saé vArious. other sssess o

hnunhm_ 2p ke ._.1“&,_,'_ e - e
day of January;, 1998 lnl oouuutarnuuﬂw—tﬂr thc pcﬂﬂ

as -'nl‘-" ."l‘?.".“-w
statad hereia for as long aw ssid 1.;.. ro-ntn- in fuzl foroo
and effact,

2) The LXSBEX shell pay A leass smount in the amount of

$10,000.00 por month, but for the periocd from January 2%, 1992
through Mey 23, 199k being paid in edvance in tha amount of
$30,000.00, payshle at such time ss the LESSEE has received
certain conmtruction losn pronon&u from the BECURBD PARTY, the
Bank of Clinton County, and then thersafter in the amount of
$10,000.00 per month, with the next such payment being due on
June 23, 1994, with such payment being applisd first to the
sccrued interest until suoh time s8 the accrued intersst has
been paid in full, and thareafter, the lease payment beling
fqual to that amount which will be appliasd towerd the unpaid
principal and interest at the applicable Bapk of Clinton County
snd/or SHA note rate that will be sufficlent to pay otf the
balance of the Pank of Clinton County/BBA loan i{n full by January
b, 2008, with the Bank and/or SPA notifying the LESBELE as to
vher the monthly lease payments vwill change and $o vhat emount,
but until such time as motification Nas been recalived, the

lcasc fayments remeinping the saount of 310,000,00 par menth

snd due and payable on tho 23rd day of esch month. The LEESOR,
Xen~Gas of Kentuocky, Inc., has authorized ths $30,000.00 sdvance
lessc payments referred to herein to be paid by the LESERE on
tehalf of the LEBSOR, KET, dirsctly to



the SECURED PARTY, the Bank of Clinton County, to first apply
toward the acorued intadest, than the principal of $192,413.10

nots :ch::-d to hereinabove. The :ﬂhhq loase - payments c!
T TN T S AR R T L e R o K .
$10,000.00 pc-nt.h-ornreun-—ult:u mmmm

TR - T RN R e
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mw«-mma-mmumm

3} The SECURED PARTY does hersby covenant and agres with
the LBSSER that as long as this Lease Agreemant rsmains in full
force and affsot, and as long as the LESSEE sakes timely monthly
lease payments as designated hereinabove on bashalf of the LESSOR
to the SECURED PARTY, that it shall not forecloss on of
accelexate any amcunts dus and owing by the LESSOR to it under
the tarms of any loan documents or Pinansing Stataments in which
the LESSOR may have ctherwise pledged certain assets listed
herein as sscurity for loans that remain dus and owing. Nothing
within this covenant shall prevent the- bank and/or the SBA from
snforcing the terms of their security agreement against Ken-Gas
and/or KET. If for any reason Ken-Gas and/or KET should default
under tha terms of such loan documents, rsquiring the Bank
and/or SBA to declare Ken~-Gas and/or KET to be in default
under the terms of such l_m.n documents enforcing their ramediaes
thersunder, inciuding acceleration of all payments under
said notes and including regaining lawful possession of the
security identified therein, which may include the assats
subject to this leass agreement, then in such event the SECURED
PARTY and/or the SBA agres that the LESSEE shall have the right
of firat rafusal to continue leasing the assets that are

identified herein, which may be forsclosed upon by the SECURED

6



PARTY snd/or the BBRA, ynder the same terms and conditions as
s8et forth in this lease agreement. The: LESSRE ahall ba gotifisd
in. writing: of such an act of default by the Mank and/or SEA
and the LEBARE shall exercise- its option in writiag to the
Bank snd/or 8BA within 30 days thersof.
8)_. I% IB JURTERR AGRERD that KRT and the LESSEE bave
lntwu tmmtaot_w—uuow oA

sgre .rta$i§E==§¥§§7)=§”=;s iﬂbon;:~!-‘..=!!§%!!3

ptptl&nn~on iohllr of the nlsa:: hornta to 1t- end ccltcnnttca

UL T, ©
for nt:lisltzon by the LIB!II 4n turulshtag custonsrs :or the R

city or Burtoavillc ¥ith commercial gas. It is further understood
and agresd that under the terms of auch ssparata agresment,
the LESSEE shall pay XET s certain transportation charge equal
to $.40 cents per NCP, the terms of vhich are incorporatad
bherein by referente. It {s further understood and agreed that
the LESSEE shall make that payment on behslf of KET to the
Bank of Clinton County, and said bank shall apply same to
raduce the ipndebtadness owved by XET to the Bank of Clinton
County on the $192,413.10 note as said payments sre nade.

5) The LESS80R does hereby grant unto the LESSEE an
option to purchase the rexl estate described on page two and
tBree and the assets described in A. through F. hereinbelaw
for the sum ofr $840,358.08. This copticn shall remain im full
force and effect throughout the duration of this lessa, and
may be exercised by the LESSEE by giving written notice to the
LESSOR within a time period up to 30 days prior to the expiration
date of the lease o?_its intent to exercise the option for
this amount. The option shall extend to the folloving sssets:

A. The two tracts of resl estate oved by Ken-Gas of
Kentucky, Inc. as set forth as tract numbers 1 and 2 as damcribed
hereinsbove for the amount of 3$65,000.00.

B. All items of equipment set forth ip Exkibit A for
the sum of $60,750.00. |



c. The gas plant Ltems set forth in Exhibit 3 ror the
sus of $583,k823. '

Di. The tools sat forth ix Exhibit C for the amount of
$927.5%0. - ‘

| 18 The office furniturs end equipment 'in Exhibdbit D for
the amount of Q;.SDI.OO.

n

o Ea (FRA R1800L1a200US AREIL- SR LOPAR 10 Nrhibis R.LOF -
the amowa¥EENY00,598:58: YRRV IR 153 e

it -~ S - SRR o S b
TOTAL: $8M0,358.08 T rem e ;

It s 'egresd and understood that if the LESSEE doea in
fact sxercise said option agrasmont, it shall receiva ss a
‘credit toward the total option price set forth hereinabove,
the aggregate smount of leass payaents heretofore psid on
bekalf of the LEBSOR, Xen-Oas of Keantueky, Inc., in reducing
the principel or interest on the Bank of Clinton County snéd/or
the S5BA note to the SECURED PARTY, ths Bank of Clinton County
and/or the EBA. It is further understood and agreed that 1f
the SECURED PARTY, the Bank of Clinton County and/or the 8BA,
is oved funds on the Bank of Clianton County Qnd/or the SBA
note at the time of the exercise of such option, the option
proceeds shall first be utilized in satisfying in full the
Ffemaining principsl and interest halunce of the Burkeasrville
Gas-Bank of Clinton County comstruction note, then to the
satisfaction af the Bngk of Clinton County-S8BA note of Ken=-
Gam. The KET note shall continue tc be paid by the assignzent
of proceeds from the tranabart;tion agreenent as referred to
hereinabove until paid in full.

It is further agreed that should the LEESEE exercise the
opticon prior to the dursation of the lease expiring, that the
LESSOR shall provide a good and marketable title iz fee simple
t0 its real estate and its equipment, and shall secure =ll
necessary lien releases from such real catate or equipment,
iacluding a relesse of the indebtedness presently oved by the.

LESSOR to the Bank of Clinton County and/or the SBA. The



LEBBOR furthar covona‘s- and agreses not to allow any lien or
other encuabrauaes affsct the title to auch propersy throughout
the durstion of this lesss without the LBSSER'S writtea consent.

§) fhsl Lesse Agreement shall be spproved by the appropriats
Board of Dirsctora of Kern~Oas of Kentucky, Ianc., KET, snd |
Burkesville Gas Company, C ke

.-} _ It is_understood.snd sgresd that-should Murkesveiine:
Gas Company; Inc. éxerciss the option ri?i?fgi*té'hiii

thst auch sssets shall be transferred by Kepn=Oas of t.ntuni;{‘z
Inc. by sppropriate Deed, B11l of Bals, Assigoment, or utﬁfﬁyy '
vritten dgculnntltion. and at such tims the transfer shall

take place fres and clear of sll lisos and spocumbrances. It

i3 further clearly understcod and agreed that until such tinme
as the opticn to purchasme such assets sre duly effectuated,
this transaction shall be considered as & lasse sgrsenent
between the parties, and ths inconme genersted from such lassae
sgreement aball Be fully texable to Ken-Gas of XentuckYy, Inc.
The zsle proceeds from any ssset sale upon the election of any
option hereinabove shall likevise create & taxsble transfer of
corporate assats in favor of Xen-Oas of Kentucky, Ianc. .EESF%‘

———

the opticn referred to herein be exercised, the terms of that

certain sale purchase agruement dsted Saptember 2L, 1990 bestveen

——

Ken-Gas of Kentucky, Inc. and Conaplidated Financiel Resources,

- e e

Iac. and the terms of the ssle purchase agreement dated Februsry

Ty 1991 vetvesn Ken-Gas of Kentucky, Inc. and Burkesville Gas

Company shall merge with the terms of this agreement so &3 to
effectuata saild transfer.

8} This lease sgreement, and the coption provisions
provided therein, akall in no vay efrfect the ovnership of
stock nterest in Burkesville Gas._Conmpany, Inc.

9) The parties of the first part further agree that
upon the execution af this lease agreement, Burkesville (as
may Lave the right to enter into any pipeline lease agreement,

sub~lease agreaement, or cther necessary legal documents as it



.

pertains to the construction and/or maintenance of an adequata
supply of gas to tha City of Burkesville, EKsnsuoky under the
existing Franchise Agreemens.

10} The LESBOR and LRESERE herein scknowledge that they,
through their reaspeative Board of Directors, have made full
and complets dlsclosures to sll material azd relovant factors
.Telating.to_this. Lesse: AFTesnest, {201NA1Rg:the  0ORALLS MR-
thereory: had-any-adf )l 1feky and"indabiedanes wrrecting: T
t1tle to such sssets fdentified therein, and all cbligations
pertaining %o the Fraschise Agreemsnt to the City of Burkesville,
Kentucky, and that such reprosentations have been relied upon:
by esch party.

11} This lemse agreement shall be binding upon the succeasors,
aasigns, or duly authorized agents or representatives of tha
parties barsto.

12) The LESBQR, Ken-Oas dr Kentucky, Inc,, sgrees to
indepnify and hold harpless the LESSEE of any previous acts,
omisaions, or commissions that that 4t may have undertaken
during such pericd of time as it was the Franchisee for the
City of Burkesville as it partains to the operation and cwnership
of the pnatural gas plant referred to hereinabave.

13) fThe LESSOR, Ken-Gas of Kentucky, Iac., sad XET both
agree to in no vay interfere vith, or compate with the LESBEE
as it pertains to the distridution of natural gas to the Clty
of Burkesville, Kentucky and surrounding areas during such
pericd of time as Burkesville Gas Compeny remains the Franchisee
for the City of Burk&gville. Kentucky.

14) The SECURED PARTY Joinas in the execution of this
document a&s it partqinl to the covenants set forth in It
agreement vith the LESSEE not to exercise any rights of default
or acceleration that it otharvise may have with the LESBOR
persaining to certaip loan indebtedness oved by the LESSOR to
its iastitution upon whichk some, 1f pot all of the assets

identified herein have been pledged as security, subject to

1o



the rights of the bank and/or the ai& a3 1dsntified in Paragraph
3 hereinabove and to further agree to scaept the payments in’
scaordance with the schedule ;ot forthk hareinabove froa the
LRSBEE on behalf of the LESBOR throughout the dursation of this
Lease Agreemsnt. The BECURED PARTY has obtoined the permission
and approval of tha Smcll lnslnuut_ldl&niltrltlon per a lester
of_January 98, 1992 telefaxed to the bank iR APPTOViRE. SR e i
teras: of this lesse-agresmens-as it mtllurt;: their iﬁ"'@”‘“""?‘
&8 agent for the BRA and recaiving payments on bYshalf of fi;-'
Gas on the $63%,909.99 bsnl"n'i;llorrﬂu note referrsd tn'h‘:;.-:‘f:‘:ibé:;-
1%5) Contrary to the date of exscution of this leass, it
is sgreed and stipulated by sll parties concerned that the
effective date of this lesse shall be considered Jszuary 2%,
1992 and the LESSEE shall take over operations &s of Febdruary
25, 1992.
16) Esch of the LESSOR, ﬁhc LEBBEE, and ;ET agree to
indennify and hold harmless the SECURED PARTY from any violations
of environmental protection lawvs, either federal or state, as
it pertaips to the pest, present or future utilization of the
secured assets ipn the operation of the Burkasville Gas Distributien
System throughout the term of thia leoase.

This the day of January, 1992.

KEN~GAB o;,xfirucxr. IRC.

y: Ken Turnef, President

- ATTESTED BY:

————

Secrétary

11



CONNCEWEALTH OF x:lrucxx; ’

COUBTY OF __MAospnts )

Subscribed and svorn to beafore me by Ken Turaer as Pr dent
and the Secratary of Xen~Oas of Kentucky, Inc. on this the
day of . 1992.

Ny commission expires "".'ZO-QI,L .
— s L, e ! s i
R e L Y o R G Wm-‘nwf i ey @’m’ ~~-

mﬂmn mnqr/ !’MIB)(IBBIOI »
e L+ .

COMMONWEALTH OF KENTUCKY)

)
COUNTY OF ﬂeﬂu:)
Subscribed and svorn to before me by the Acting President
f Kentucky Energy Transmission, Imc. on this the qp  day of
/ wt 1992,

My commission expires g 20 -4 .

X Public

By: Ffesident |
hsn—rufugf

ATTESTED BY:

COMMONWEALTH OF x}:nrucng
COUNTY OF LUaurva_ i
o

Subscribed and svorn to before me by Tom Shirey as President
and the Sdc ry of Burkesville Gas Company, Inc. on this the
» 1992,

My combission expires on 4 o0 S¢ .

N ublic

12



BANKE, OF CLINTON COUNTY

COMMONWEALTH OF KENTUOKY)-
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Babacritad and sworn to before ms W
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Equipment
) ‘ ESTIMATED
QUANTITY DESCRIPTION VALUE
—1 __Gasoling Generator Model #2336DV 540000
1 Pinchoff Equipment Serial #PR3522487 660.00
A8 i a1 Detector with B 3A, 345.00
——__Mabile _Scif-Contained Air Compressor 430.00
Fusing equipment: 4.300,00
1 4.inch Burt Fusing Machine Serial #55700065
2 4-inch Burt Fusing [ron Serial #556-0828; Serial #556-1424
2 2" Repair Coupling 2957-52-1017-00
1 55700065 4" Bun
1 Set of Rigid Pipe Dies
2 Sets 4-inch Saddle Iron
1 Set 2-inch Saddle Iron
1 2-inch Transition Fitting Serial #4891358
1 3/4 Transition Fitting Serial #4883964
—1 4-inch Transition Fitting Serial #3361525
1 ITT Barton Gas_Measuremens Serial #2422381618 ' 800.00
. 4 wi icat i 2.500.00
—1 _ Ford F-100 2FTCFIDYADA23657 Model 83 with Communications Radio 3.500.00
] 1989 John Deers 210-C Backhoe Serial #T0210CA753136 34,000,00
1 1984 Wheeled Case Trencher Serial #S42B5720 6.000.00
] General Electric Two-Wav Radio Base Equipment Serial #7125236 4,545.00
TOTAL _ $50,700.00




QUANTITY

Gas Plant in Service

EXHIBIT B

DESCRIPTION VALUE
e 16,040 Feet & Lino @ 10,00 ep 5160.400.00
24,4350 Feet 4" Line @ 8.00 ea £195.600.00
33,575 Fegt 2" Lins @ 600 ¢a 201.450.00
14,100 Feer 3/4* Line (Service Lines} @ 500 ea 70.500.00
Custody Transfer Meter with

1 Pressure Reducing Regulators 14,588.00

8 Sectionalizing Valves Inciuded in Line Prices
86 Maode] 250 Meters @ 85.00 en 131000
2 Mode) 730 Meters @ 200,00 ea L.800.00
S Model 5000 Meters @ 3.500.00 ea 21.000.00

141 Taps Included in Fine Prices

141 Risers Inciuded in Line Prices

101 Regulators ‘ Included in Line Prices

1 River Crossing 10.84000
TOTAL SER3.488.00




EXHIBIT C

Tools
50% OF
REPLACEMENT
QUANTITY DESCRIFTION VALUE
1 Weed Eater-Gasoline Serial #160516690 $60.00
] XR-70 Weed Eater-Gasoline Serial #4073512B 60.00
1 5-Gallon Bucket Unitrac-Hydraulic Parg #813 25.00
1 Post_Hole Digger 15.00
1 Roil of Amold Trimmer Line WLC-165 2,00
1 HWI Hand Saw 317847 20,00
n) 12" Crescent Wrench 10.00
1 8° Crescent Wrench 6.00
1 6" Crescent Wrench 5.00
A Easco Nova 14-Piece Sockel Set 26,00
A, Rigid Sawsail 60,00
1 3/R" Skill Drill - 25.00
1 12" Skill Drift 50.00
1 Aluyminum Extension Ladder p/w 49333-01 90.00
1 Heavv Duty Electric Cord 100 Ft 15.00
1 Air Tank 26.50
: Shovels 20.00
2 Rakes 20,00
1 Spade 10.00
1 Marker Driver £0.00
1 15 Ft _Electric Cord 10.00
21 Pipeline  Marker 21.00
1 Trple Dry Chemical Fire Extinguisher Mode| #TCP-20G HW 500724 1~ 2000
1 Snap-it_Digital Multi-Meter E14945 200,00
2 G-89 Ametem U.S, Gauge Speg #45502 30.00

TOTAL

$927.50




EXHIBIT D

Office Furniture and Fixtures

QUANTITY DESCRIPTION . B';l:lLAu';lD
8 Chairs 5120.00
1 GTE Touchtone Telephone 25.00
1 Sharp Calculator EL-2192 55.00
1 Wond Desk : 250.00
1 Metal Wood Ton Desk 175.00
1 Meral Typewriter Table 40.00
1 IBM__El=ctronic Typewriter 350,00
) Two-Drawer Filing Cabinet 20.00
1 Four-Drawer Filing Cabinet 100.00
1 Two-Dmawer Index Filing Cabinet 25.00
2 Deluxe Tape Dispensers C-40 : 8.00
2 Swingline Stapjers 18.00
1 Texas Instruments Elecoonic Calculator T1-5130 £5.00
1 Hunt Boston Electric Pencil Sharpener Serial #502258 35.00
1 Rav-0-Vac Rough Neck Flashlight 3,00
1 Spectra Phone FP-9 40.00
1 GTE Phoge FP-S 40,00
1 Drafting Board 125.00
] Weood Shelf 35.00
1 Coffee Table 45,00

TOTAL $1.594.00




EXHIBIT E

City of Burkesville

. . P.O.Box177 502-864-4141
Burkesville, Kentucky 42717 TDD; 1-800-247-2510
Jenuary 16, 1992
_ RESCLUTION
NUMBER 1992-1

RESQLUTION CONSENTING TO ASSIGNMENT OF NATURAL
GAS FRANCHISE FROM KEN-GAS OF KENTUCKY, INC.
TO BURKESVILLE GAS COMPANY, INC.

WHEREAS, Ken-Gas of Kentucky, Inc. was the successful bidder and was
avarded a natural gas franchise created by City Ordinance Number 1985-10; and

WHEREAS, Burkesville Gaa Company, Inc. has entered into a lease agreement
whereby it will lease all of the assets of Ken-Gas of Kentucky, Inc. necessary

to comprise such a natural gas franchise system, with an option to purchase
such assets; and

WHEREAS, by Resclution Number 1991-2 dated April 11, 1991, the City Council
of the City of Burkesville having approved of the assignment of the natural gas
franchise from Ken-Gas of Kentucky, Inc. to Burkesville Cas Company, Inc., but
having failed to omit from said resolution the necessary language in Section 12
of City Ordinance Number 1985~10 that the City was rejecting the right of first
rvefusal to purchase the system from Ken-Gas of Kentucky, Inc. and Burkesville
Gaa Company, Inc. and Burkesville Gas Company having requested that the City
‘Council members adopt such language as part of the amended resolution;

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF
BURKESVILLE, KENTUCKY THAT:

The City Council of the City of Burkesville does hereby amend Resolution
Number 1991-2 to reflect that it has rejected its right of first refusal to
purchase the gas digtribution system and franchise from Ken-Gas of Kentucky,
Tac. In accordance with Section 12 of City Ordinance Number 1985-10, and by
doing so, has likewise approved of the transfer of such assets and the franchise
agreement itself from Ken-Gas of Kentucky, Inc. to Burkesville Gas Company, Inc.
under the terms of the lease agreement referred to hereinabove.

Adopted by the Burkesville City Council this l6th day January, 1992.

Attest:

o S o

VICKIE PRUITT, City Clerk



Jan <U,Y92 Leies

| City of Burkesville

P.O. Box 177
Burkesville, Kentucky 42717
864-4141

April 11, 1991
RESOLUTION

NUMBER 1991-2

RESOLUTION CONSENTING TO THE ASSIGNMENT
OF THE NATURAL GAS FRANCHISE FROM KEN-
GAS OF KENTUCKY, INC. TO BURRESVILLE
GAS COMPANY, INC.

WHEREAS, Ken-Gna of Kentucky, Inc. was the successful bidder and

vwas awarded a natursl gas franchise created by City Ordinsnce Number
1985-10, and

WHEREAS, Burkesville Gas Company, Inc. has or is now guthorized to
acquire all of the assats of Ken-Gas of Kentucky, Inc., and,

WHEREAS, the Public Service Commicaion of the Commonwealth of
Kentucky, which is the primary regulatory agency in Kentucky for all
.utilities, has approved thip transfer of asmets, and has further approved
the creating snd issuance of $1,300,000.00 in long term tonds by Burkesville
Gas Compeny, Inc., which fundes are calculated to provide financial meana

of providing extended and more compliete natural grs mervices to the City
of Burkesville and itp residents, and,

WHEREAS, the City Council of the City of Burkesville having concluded
that the request for the assignment of the natural ges franchise to
Burkesville Gas Company, Inc. meets all legal Taguirements and is in the
apparent best interest of the future welfars of the City of Burkeaville and
its residents vho deaire and need to use natural gas, conment is hereby
granted, and the Asrignee, Burkesville Cas Company, Ine. shall within
thirty (30) days hereafter file with the Clerk of the City of Burkesville
evidence that the transfer of sll assets has been legally concluded and
that the asgignee, by sppropriste corporate resolution, hes sccepted the
assignment and covenants to fully comply with ail of the terms and conditions

of the City's natural gas ordinance approved for aspigrmment, the aame being
City Qrdinance 1985-10.

Approved by the City Council of the City of Burkesville, Kentucky this
Llth day of April, 1991.

Attest:




Liey ur BUMKESVIIE ™ bt
P.O. Bex177 _ ‘.-

Burkesviile, Kantecky 43017
il

ANARD OF FRANCNISE

WHEBREAS, tha City of Burkesvilles, Kantucky has by nnaetn.n: of Cicy
Ordinance Rumber 1%83-10 eccablighed & franchise !oé'thc discribution and
ssle of natural gas within the cocporate limits of Burkasvilla, Rentucky and

 WHERZAS, goid franchise was advertised for bids, sud .
. WILEREAS, Threc bids wors veceived and opofud st the regular uic_t:l.n; of
:ﬁo Byrkeaville City Council on Septamber 19, 1983, .bids baing ss followst
- h Biddar ’ A;oun: of Bid
Ken-Cas of Kaentucky, Inc. ' $2,100

Re. J Box 26A
Albany, Rentucky 42602

' ." Burkesville Gas litility cgnplny $1,000
I _ P. 0. Bex 655 A
.+ NMbany, Kon:ucky &2602
' ' Tapincau Cunccruction 011 an 3100 R
Gaa FExploration Cu-pnny .

Rt. 5 Rox 3I7A
Bow, Kentucky 42714

and -

- e -

HHEREAS. :ha Burketvi'la ctty Council a!tc: e:auinncion o! each btd ond
:duc deltberucion voted to auurd aaid f:nnchtln to Kcn-cn- of Kentucky, lncorporatet
by virtuu of 1:- action takan on Thu:sdly. Boptenhuc 19, 1985 at :h. rugnlar

council ueuting.

- Tuzasruaz BE 1T KNOWN BY TUESE pazssuru. chn: Ken-Gas uf Keu:ucky.
Incvtporltﬁd. of Albany, Kantncky 1: avarded tho tr:nchia- for the diltribubinn
and sale of natursl gas within chs corporate limivs of the City of Burkctvilla,‘

Kentucgy, puzsuant ¢o tha temms of Burkesvills City bedinnucc Number 1385-10,
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I the 2Cth. day of Septamber, 1983,
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. conetruction and maintenance of a systwm for malling nnturalzgu-': -
. ¥ithin the city Ear the usa snd enjoyment of irs citizsnst and, ;'

TGy of Burkesville
o . P.O, Bax 177 .

Burkesville, Kentueky 42777 T
B

CI1TY ORDINARCE
RUMDER 1983-10

AN QRDINANCE CREATING A FRANCHISE IOR
THE CONSTRUCTION, MAINTENANCE AND
OPERATION OF A NATURAL GAS SYSTEN IN THE

‘7 CLTY OF BURXESVILLE, RENTUCKY FOR THE
FURNISUING AND SHLLING OF NATURAL GAS I
MEANS OF SA1D FACILITIES. AND PROVIDING
FOR THE SALE OF SAID FRANCHISE IN THE
CLTY OF BURKESVILLE, KENTUCXY

WHRREAS, thée City of Burkaaville, l‘.nntuék{
tha Constitution of the Commonvealth of Xantucky to establiash s
franchisa within the City of Burkesville, Xentucky for the

WIIEREAS, the City of ‘Burkesville, Xentucky wishes to v

establiah certain guidelings for the operation of n naturnl gan
systes for the uae and en

joymant of tlhe paople of the City of -
Durkesville. : - SRR
Lo HOW THEREFUﬁE, BR IT ORDAINED BY THE CITY OF,BURIESViLLﬁf"

~ XENTUCRY that, . } e :

L

inatalling, laying and maintoining_gos pipes and other necezsary

gas together with all appurtenant facilitiss and squipment in,
along, under and agross the public ways, roadm, streeks, sllays

wugmm Wwetus =

1z suthorired by

b ot
-

)

?

b .
T e
O

ad

_apparatus for the transmisgion, distribution and ssle of nu:ural'

mnd other public ploces in the City of Burkesville, Kentucky, and

for constructing the necesssry conduits snd manhales for ‘the
installstion of said pipes, facilities snd myuipment, and for

selling netursl gos by mosns of ssid facilitians, snd such ges may

be convayed through the City of Burkesville, nnd to an

y portion
of Cumberland County snd to sny other tawn or county. c

Lt
ke .

.'Section 1. That there is hershy crested a Eranchin; for. ©



franchise.
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Jection 2. The persda, firm or corporation vhich shall
bacome the purchaser of thig franchise, or any succesaer or

nulthnuo thersof, shall for brsvity herevinafrter be spokan ol an
the "Company"

herain, and the public ways, roads, streets, allays
and other public pluces of the City of Burkeaville; Kentucky
shall for brevity herginafter be apoken of ae the "

streeta”,
Section 3, The Compsny sworded this franchize, ita legnl
raprasgntatives, svccsamwors and wasigne, sre hareby mubject to
the conditions hereinaftar contained, authorieed nnd ampovarnd
to acquire, purchase, construct, maintain, and npernts in and
through this city & system for the generation, diatribvtion and

tranamission of natural geas from pointa ecither within or vithout
the corporate liwmits of this city, to this eity and the

inhydbitants thareof, and from ond through this city to persons,
corporstions, and municipslities beyond the limits thereof, and
for tho.sale of same for light, heat, pover and .othar purpasesy
to eract and maintain gam nains, pipes and other opparatus
Nocessary or convenient for the oparation of sald aysiem in,

upom, acroms and along osch'and sll of the strgets, s&lleys and

public pleces within the prosent and Future corporats limits of
this citys to have and hold ss by lawv authorizod, any and all

property, sasements snd other rights necessary or convenient tor'

said purpose, sasld property, eosemants snd other rights to be .
acquired Ly the Company at its oun expense; to use eny and all

such streets, agllays and public places while conatructing or

vporating said naturol gos system or works] and to cross any ond
sll ‘streeta and streema in this city for the purpose of
conatructing, maintaining or cxtending such pipes, ond othar

apparatus ns may be nacessary or convenient for the proper
distribution of natursl gea in .ond through thts city.

ony pipe ov othar spparatus hos otnce been erocted the Clety . - .- 0%
Council shall ordar the removnl of oaild gos mainms, pipes .or T

npparntus to another location, the City sheil ‘pay the costs of -
making such reldbecation unlesa due to widkning, regrading or
reconastruction of the street or highway, in which case the -
Company will reloceta at its expensa,

have the right to use the strmets with its service and '
meintenance yehicles and equipment in furtharance of thia .
pipes, mains or mppurtonsncos under this franchise, the Caompany
shall prapare a plat showing the construction of the vork to- he

done and n briaf description showing the manner in which it is tif "
be done, which plan mnd specificstions ahall be presented to tha

City Council for irs approval, pnd shell not proceed with auch
construction until approval is gronted. Such approval, hovevor,-

Before beginning the conscruction of any nov line ot

It nftof."

The Company shell also :”,

.".-' LT EL N 4
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shall not be unressonadly deanind, withheld or daluyed. Aftur the
vork is completed the City Council shall have the right to
axanine said vork and should it £ind that the vwork hss not been
done in accotdancs with the plans and specifications mpproved by
the City, the Company shell at 4ita ovn expense make such changes
as vill csuee tha work to conform to the plens and specifications
epproved by the City., The vork shall be done in n wvorkmanlike
manner and &0 as not to unnacesssrily intarfere with the pudblic
uaa of any said streets. Wherasver the sucvface of any atreest is

opened 1t muat ba restored to ss good m condition as it was prior
to the opening thernof.

Section 4. Tha Company mshall indomnify, save and hold
harmless the City from any snd all dsonges, juigmenta, decrees,
costs and axpenses viiich the City may legally suffar or incur or
vhich may bo legelly abtsined against the City for or by resson
of the use and occupation of any streets in the city by the
Compuny, pursuant to the terms of .this frnnchise or lagally
rasulting from the exerciss by tha Company of sny of the
privilegeas herain grantad;} and LI any claim shall bo made or suit
brought against the City for damsges alleged to have beean
sustained by resseva of the occupstion of any street or the
exercise of sny privileges herein granted, by the Compmny, the

Ciry shall immediately notify the compsny in writing thareof and

the Company is hereby given the right nnd privilega to defond

or .-
assist in dofending auel suit ia the name of the City, ' ‘

Section S,

the Company will at ita awn expense maintain {a [orco ganeral
comprehensive linbility insurance with an tnnurance company onil
the policy npproved by the Mayor. The coveragn reproncnted by

such policy shall be for the protection of the City, ita olectoed

officinola, mgents, members of boerds or commiasiana, nnd

_employsens ngainst 14iability for loss or damngas for hodily )

injury, death, ond property damags by the sctivitios of the
Company under the franchisa,

policy are to be ONE MILLION ($1,000,000.00) DOLLARS, for '~

Toaa,

parsonal dnjury or desth, and TWO HUNDRED AND' FIFTY TUOUSAND

($250,000.00) DOLLARS for damoge to proparty resulting from any
one occurrence., Additionsl public sgencies and their personnel

shall be added as insyred, subject to the same terms and
conditiona, at the requast of tha City, .

. . 2
Section 6, Tho Company may furniah notural gasa for 1

haot, povar and any other lawful purpose to any peracn of
peracns, company

or cntity rusiding nlong or noor the alorwssid
gtreets, and may make guch laviul contracts for the ume thereof
as mny be mgreed

upon lLotwaon Lhe Company and such porsoa or
persons, company or ontity,

tght,

A

At all times during the term ol the frnnchise'-: '

Mindmum 1iability limits under the .
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 Saection 7, Ehiﬂc&ub:ny shall extwnd its natursl gas mains,
pipas aud équipnedt and install sdditional equipment vhenaver it
is aspured of derividg additionsl dusminess therelrom and ‘receive

» rsssonkble return upoh the investzent raquired tu inetall auch
sxteasion, ¥

Section B, The Company shall have the right to meke and .
snfarce ressonsbla rulos snd regulations necasaary for the proper
conduct of its buainess and protectien of Lts property, sudbimct
to all local, state and federnl laws and regulations.

Section 9. The Company shall hmve theo right to charge
reazonable rates for natural ges nsupplied within tho city snd

rates that are subject to.regulation by the Public Service
Conmission of Xentuck

Y, or sny othay appropriaste lncasl, atate
and/or federsl agency. ° ‘

' R .
Section 10. This franchize and all rights ond privilagon
granted hereunder shsll te in full furce and alfacgl for g period
of tventy (20) yeurs from and after the date when this fronchiae.

ia granted to the Compeny, subject to the Company's complliance
with the provisions of this franchise. '

S8action 11. The {ranchise moy ba forfeited, st the option
‘of the City, upon failure or refusal by Company to honrar tha
terns and conditions get forth herein. Forfaiture may be
exercised by written noticea to Company of failure to honor the
terma and conditions herecf, followed D>y Company'm rofumnl to

gliminate or correct suciht faillure or violantion wilLhin aixty (GU)"'ﬂ
ays. A )

Section 12, In the event that the Compnny daatres to nold,.. .
tha syatem that it establismhans for the distribution-of natural . '~
sa0 vithin the Cilty, the City shall hove the right of Eilrsy -
refusal to purchikse the system from the Compony at a price to be .,
agreed upont betwaeen the City ond the Company. In tha event thet .
no price can be agreed upon betwoan the City and the Company, tha
parties may provide for a mathod of determining s rosasonable . . PR
price for the system, 4ncluding butr not limited to, modiation or .
arbitration, . ’ .

L}
+

Section 13. Tha Company shall comply with all lovcal, state -
and federal laws and regulamtions in conatructing end operating . ...
the natursl gns systom hLoroim, includiiy Lut noc limicted to, -
compliznce with the rules and rogulstions of the Public: Sarvice
Commiysion of the Commonwealth of Xentucky or aoay other
appropriate local, state nnd/or faderal ngency.

Bection 14. In the svent that the Citi shouyld ensct a
utilicy tax, user feme or similar charge to be levied upon goa
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purchasers during ‘the térm of this franchise, the -Compsny shall

add 52id charge tv its monthiy billa, cullect zame for the City
) and deliver the collections monthly to the City, all at no coust
-~ to tha City. e

Section 135, This franchiwo wmay ba transferred or assigned
by the Compsay only with the vritten prior consent of the Uity
and subject to tha Clty's right af {{rst refunmal to purchose asid
franchise as sat forth herein abdbove, It i3 further undorstood
that the vord "company™ wvhanaver it appesrs herein rhall include
snd apply to nll the succassars and/or assigne of the Company,

S8action 16+ The City shall receaive {rom the Company as
considarstion for the granting of this franchiase and the

" continuing snjoyment thereof, an annual franchise faw of 1-1/232
vf ull groms receipts receitved by the Company during = cslandar
year. Such foe shall be paid quarterly, and the payment thareo!
shall be due on or before tihe end of ewch period of thirty (30)
doys succesding the close of nach guartey of a calendar year
during which the franchise 4a in affact. Such payment shall bLe -
actompeniad by n statement duly verified before a MHotanry Public-,
showing in detail the total grosa ruceipts recaived by Company
during the prwceding calendar quarter. Company shall st 81l
times kaep and maintain a full, true and correact accounting of )
all the gross racaipts and income otising out of operntions under
the franchise, and bouko of accountz and gll other racords shall
At all reasonsble times be open to inspection and examination
vithin the Cilty by the Mayor and hia/her representntives, City
reserves the right ko audit and recomputs any und nll nmouncs
paid hereunder, and no acceptance of. any paymant shall bda
conatrued sa s reloase or as an nccoard and antiafaction of oy
tlpim City may have for further or sdditionsl msuma psyoble undor
the franchise ' '

-

v

Section 17" The Compsny shall start coastruction of a
netural gas aystem within ninety (90) days from the date of the
avard of this franchise and the Company ahall makas reports upon
ita pyogress 4in constructing the nstural gas system to the.City,
avery ninsty days until tho system i3 in operstion, operation
baeing that natursl gas is supplicd to customers within the city,
sald reports for the purpose of informing tha City theat the
Company i3 making reasonable progress toward the implementoation
of the system and for the City to determino vhether the Iranchise

should be revoked by remson of the fatlure of the Compsny to make
. rgasonable progress tovard implementation of the aystem, as

decided by the City, Company yhsll within tan dpys from Lhs

acfoptance af 1ty bid by the City, deposit with thes City a TEN
THOUSAND ($10,000,00) DOLLAR performance deposit to be hald in

escrov by the City pending a showing of roasonnble progress

-8
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toverd implemantstion of the system. Upon a showing of such
progress, tha City may refund said depoeit at any time following
the expiration of .ninety (90) days from tha franchise acceptance,
On the failure of
Company to shov reasondble progress tovarda implementation of tha
aystem withir 130 daye from the franchise dsote, tho rights and
authority herein granted shall cesse, and the macurity deposited
with City shall be forfefted to City without uvctiom by Citys
provided hovever, thet the City Council may extond the time
within vhich sarvices urs to be commenced ss it may deom Jjusk and
squitzble. Following the implementation of the oporstion of the
systawy the Company shall moke annual reperts to the City
concerning the oparation of the natural gsa system and tho
finapcial condition of the Company at the end of esch fiscal
year. Within two yssrs fronm the awvard of the Iranchise to thae
Conmpany, the Compeny shall further make avsilable nntural gas
aervige to sevanty~five percent {753%1) of the potentiml customors
within the city of Burkesville and pubmit unto the City a repert
subutantiating snid wmvoilability of mervice, for the purpose of

informing the Ciky that the Gompeny is meking reaaonable progress

to provide service to all potential customers withiin the clity and
for the City to datermine vwhether thea franchise should be revoked
by repson of the foilure of the company to make recasonablae

. progresa in offering services to sll potentisal customoras within .

. thea city,

the City and the Company.,

'

Section 18. Tha terms of this ordinanca cranting, this
franchise are contractual and binding nccording to its terma, on

Section 19.
inconaistent
vith respect

Provisions of any other ardinnnce rLhat ara

to the Company acquiring this {ranchixe.

' Section 20.

a8 poon. 88 practicable nitar the ratification of this ocrdinance
to advertise the sale of this franchisa once 8 weuk for tvo
syccessive wveeks in'"The Cumberland County News' mo that the
£inal publicsztion ahsll appear not lessc than aseven days before
tha dsy on which the ssle ahal) oecur nor more than 2! days .
before the day of thc sale, ssid sale to occur on September 19,
1985, at the hour of 7100 P.MN., locnol time. Seid notice and

nevspaper advartisement shall stats vhen the Clerk shall recaive o
the bids for the sale of gaid franchiso by sesled bid, giving the.

time and place of opening of msid bids. Al)l bLids shall be for a
period of ten (10) days following the dote of the opening. Said
advertisement shall raserve unto the City the right to reject any
and #11 blds sybuitted., The nawspaper publicntion shall describe

with this {ranchime arc and shall he Ineffretive L H:

1t shall be the duty of the Clurk of the Clty .

- gt
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the franchise. to be'¥old aid sutste that a :osy thereof is .
svailadle Zor.inspebition st Gity Rall. The City shell soll ssid

franchide'in .sccardancs with said notice and sdvertigement end
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tha City hny;neatgv{thaﬁgbid vhich in 1its fudgment is the highest

and best bid or the City'msy reject any ead sll bids submitied.

Ho bid of Llews than $100.00 shall be scceptad. - The bidder to ’
whem assd frenchize ahsall be everded shsll vithin ten {10) dayse

sfter the ecceptance of ity b5id by the City Council of the City

af Burkeavilla pay the wmount of the bid to the City of

Burkasville. HNo parmit fam or other sdditional charge, except
occupeticael license foe, shall be impoved on the Company,

- Section 21, Aa additional consideration for the Iranchise,
Company ahsll sllow City a diacount.of SOZ on sl) natural gas
uaed for heating and aperating any wunicipal building, - Such
discount shall be applied tov the rates that would otliearviae La
charged for nonresidantisl service of similar extant.

Section 22, The fronchise is granted pursuant to the Javs
of the Stats of Ke

ntucky relating to ths grencing of asuch rights
and privilegeas by nunicipal corporstioms. If-wny article,
section,.sentwnce, atc..., of this ordinance iy for eny reason
held illagal, invelid or unconstitutional, such invalidity shall
not ;t!nct the validity of the ordinance or any of the remeining
portions.

The invalidity of sny portion of this ordinance shall
not sbate, reduce, or otherw

| i{sa affisct the considerstion or other
obligation requirsd of grantee. '

Section 23.

This ordinance shull bocoma ofloctive upon.
Pessage, approval

and publication as ruquirpd by law,
Enactad this 16th day of Avgusr, 1985. : L

. * T
. . Y
-y

AUL T. y Hayor
City. of Burkesville, Kontucky

+

ATTEST: . - . : ' R

City Clark



" Miscellaneous

DESCRIFTION
Franchise
Tandy Computer, Monitor and Printer
Other

TOTAL

EXHIBIT F

$29,648.58



TRANSPORTATION AGREENMENT

This Agreement, made and entered into this twenty-third day of
Decemher, 1931, by and between Kentucky Energy Transmission, Inc.,

a Kentucky corporation (herein called "XET") and Burkesville Gas
Company, Inc. (herein called "BGC"),

WITNESSETH:
WHEREAS,

NOW, THEREFORE, in consideration of the premises and of the mutual

covenants and agreements herein contained, the parties do covenant
and agree as follows:

DEFINITIONS

The Iollowing definitions shall apply hereunder:

Day. The term "day" shall mean a pericd of time beginning at
§:00 a.m., local time in Cumberland County, Xentucky, on each
calendar day and ending at 8:00 a.m., local tvime in Cumbexland
County, Kentucky, on the next succeeding calendar day.

Month. The term "month" shall mean a period of time
beginning at 8:00 a.m. on the first day of a calendar month and
ending at 8:00 a.m., on the next succeeding calendar month

Contract Yaar. The term "contract year" shall mean each
period of twelve (12) consecutive months during the term hereof
commencing at 8:00 a.m. on the first day of the month next
Zollowing the f£irst delivery of gas hereunder or any anniversary

~F o

2f such day during the term hereof.

MCF. The zerm "MCE" shall mean one thousand cubic Zeet of gas
measured at a base temperature of sixty degrees Fahrenheit (60
degrees F), and at a pressure base of fourteen and sixty-five

nundCedths (14.65) psia and corrected for deviation €rom ideal gas
senhavior,

Gas. The term”cas"” shall mean natural gas as produced £rom
weils classified as gas wells or cil wells.

BTU. The term "R2RTU" shall mean British Thermal Unit.
MMBTU. The term "MMBTU" shall mean no less than one million
(1,000,000 Bricish Thermal Units.
Pgig. The term "psig" shall mean pounds per sqguare inch
zauge.
Psia,

The term "psia" shall mean pounds per sguare inch
P S S
absolute,



ARTICLE I
SCOPE OF AGREIENENRT

Subject to the terms, conditions and limitations hereof, KET
agrees to receive from any third party source on the account of
BGC or for the account of BGC for transportation quantities of
natural gas tendered on behalf of BGC or any day at the Points of
Receipt; provided however, that any third party on behalf of BGC
shall not tender, without the prior consent of KET, at any Point
of Receipt on any day a quantity of natural gas in excess of the
applicable Maximum Daily Receipt Obligation ‘for such Point of
Receipt and provided further that no third party on behalf of BGC
shall not tender at all Points ¢f Receipt on any day or in any
year a cumulative gquantity of natural gas in excess of the
following quantities of natural gas plus Applicable Shrinkage:

Maximum Daily Transportation Quantity (MDTQ) 1,000 mcZ
Annual Transportation Quantity (ATQ) 100,000 megf

KET agrees to transport and deliver to or for the account of BGC at
the Point(s) of Delivery and BGC agrees to accept or cause
acceptance of delivery of the Equivalent Quantity received hy KET on
any day; provided however, KET shall not be obligated to deliver at

any Peoint of Delivery on any day a quantity of natural gas in excess
of the applicable Maximum Daily Delivery Obligation.

A, Quality. It is BGC's sole responsibility and expense to
deliver gas to be transported under the terms of this Agreement
conforming to the quality specifications of BGC's end users,
provided, however, that such gas shall at all times conform to the
following minimum specifications at the Point(s) of Delivery:

(i} The cas shall be commercially free Zrom dust, gum,
gum-£orming constituents, gasoline, free water and other
ligquids and solids which may become separated f-om the gas.

(1i} The gas shall not at any tTime have an oxygen

content in excess of one percent (1%) by wolume and KET shall

make every reasonable effort to keep the gas free of cxygen.

(iiiy The gas shall not contain more than one (1} grain
cf hydrogen sulphide per one hundred (100) cubic feet.

{ivy The gas shall not contain more than twenty (20)
grains of zotal sulphur (including the sulphur in any hydrogen
sulphide and mercaptans) per one hundred (100) cubic feet.

(v} The gas shall not at any time have a carbon dioxide
content in excess of two percent (2%) by volume.

(vi) The gas shall have a total heating value per cubic
foot of not less than nine hundred £ifty (950) British
thermal unics.

(vii} The water content of the gas shall not be more
than seven (7) pounds per one million (1,000,000} cubic feet,

{viii) KET agrees to odorize gas in proper amounts and
frequencies at no cost to BGC.



B, Metering ZXquipment and Testing.

{i} The metering facilities to measure the volumes of
gas delivered at the Point (s) of Delivery shall be owned by KET
and maintained and operated by KET or its designee. The
metering facilities to measure the volumes of gas delivered at
the Point of Redelivery shall be owned, maintained and cperated
by BGC. KET may, however, install and maintain such check
meters and related facilities as it deems necessary immediately
upstream from the Point of Redelivery.

(11) Orifice meters installed in such measuring stations
shall he operated in accordance with the American National
Standard Orifice Metering of Natural Gas Publication ANSI/API
2530, and any subsequent modification and amendment thereof and
shall include the use of flange connections, and where
necessary, straightening vanes and pulsation dampening
eguipment.

{iii) The parties shall have the right to have
representatives present at the time of any installing, reading,
cleaning, changing, zepairing, inspecting, testing,
calibrating, or adjusting done in connection with the other's
measuring ecquipment used in measuring or checking the
measurement of deliveries of gas under this Agreement. The
records £rom such measuring equipment shall remain the property
of the party cperating the equipment, but upon request each
party will submit to the other its records and charts, together
with calculations therefrom, for inspection and verification,
subject to return within ten (10) days after receipt thereof.

(iv) The accuracy of measuring equipment at the Point(s)
of Delivery shall be verified by KET at reasonable intervals
and if so regquested, in the presence of representatives of BGC,
but XET shall not be required to verify the accuracy ©f such
equipment more £frecuently than once in any thirty (30) day
period, In the event BGC desires a special test of any
nmeasuring eqguipment, Z24-hour advance notification snall be
given KET and the parties shall cooperate to secure a prompt
verifiication of the accuracy of such equipment. The expense of
any such special test, if requested, shall be borne by BGC if
the measuring equipment tested is found to be in error by not
more than two (2) percent. If, upon test, any measuring
eguipment, iIncluding calorimeters, is found to be in error by
notT mere than two (2) percent, previous records of such
esguipment shall be considered accurate in computing deliveries
of gas, Dut such equipment shall be adjusted at once to record
accurately.

If, upon test, any measuring equipment shall be found to
he inaccurate by an amount exceeding two (2) percent, at a
recording corresponding to the average hourly rate of flow for
the period since the last preceding test, then any oprevious
recording of such equipment shall be corrected to zero (0)
error for any period which is known definitely; but in case the
nperiod is not known or agreed upon, such correction shall be
for a period extending over one-half (1/2) of the time elapsed



since the last test, not exceeding a correction period of
sixteen (16) days.

{(wv) In the event a meter is out of service, or recording
inaccurately by an amount exceeding twe (2) percent, the volume
of gas delivered shall be estimated as follows:

1. By using the registration of any check meter or
meters, 1f installed and accurately registering; or in
the absence of (1), then,

2. By correcting the error if the percentage of
error is ascertainable by calibration, tests, or
mathematical calculation; or, in the absence of baoth (1)
and (2), then,

3. By estimating the guantity based upon
deliveries during periods under similar conditions when
the meter was registering accurately.

{vi) KET shall retain and preserve for a period of at
least 4“wo (2) years all test data, charts and other similar
records.

(vii) KET's reading of o%fficial meter charts shall be
deemed correct unless such readings differ by more than one (1)
percent from readings made by BGC or BGC's agents in connection
with a scheduled audit of such charts. If BGC does not concur
with KET's reading of official meter charts, BGC shall notify
KET whereuwon KET shall be afforded an opportunity during
thizty (30) days to reread such charts. If the readings of
such charts remain disputed, the parties shall make a joint
reading of the official meter charts which shall be £final as to

the gquantity so delivered during the pericd covered by the
subject charts.

c. Measurements. The measurements of the quantity and
guality ©f all gas delivered at the Delivery Point(s) hereunder
znail be conducted in accordance with the following:

(1) Ipdis= of Yolume: The unit of velume for

measurement shall be one (1) cubic foot of gas at a temperature
base of sixty (60) degrees Fahrenheit and at a pressure base cf
fourtzen and sixty-five hundredths (14.65) psia.

(ii) ¥Yolume Meacsurement: The volume of gas delivered
shall be measured by orifice meter installed and operated as
prescribed under the provisions oI American National Standard
Orifice Metering of Natural Gas_Publication ANSI/API 2530, with
any subsequent amendments or revisions. Computations for gas
measurement shall also be made in accordance with this
publication. Volume measurement by means other than that
described above will be an exception to the Agreement which
must be approved by all parties concerned,

(iiiy T r ol ro : The temperature of the
gas shall be determined by a recording thermometer so installed
that it may record the temperature of the gas flowing through
the meters. The average of the record to the nearest one (1)
degree Fahrenheit, obtained while gas is being delivered, shall



be the applicable flowing gas temperature for the period under
consideration.

(Liv) Specific Gravity Messurement: The specific gravity
of the gas shall be determined by such methods as may be
mutually agreed upon. Sampling shall occur at a suitable point
on the facilities to record representative specific gravity of
the gas being metered. If the parties do not consider the
installation of a recording gravitometer necessary, spot
samples or continuocus sampling using standard type speclfic
gravity methods may be used. If the spot sample or continuous
sampling method is used, the specific gravity of the gas
delivered hereunder shall be determined conce a month from a gas
analysis. With any method the result shall be obtained to the
nearest one~thousandth (0.001) and should be applied during the
calendar month for the determination of gas velumes delivered.

(v) Assumed Atmosphexic Pressure: The average
atmospheric pressure shall be assumed to be fourteen and four-
tenths pounds per square inch absolute (l14.4 psia).

{vi) i F3 by o) =
wooation Tacror: The Orifice Thermal Expansion Factor and the
Location Factor shall be assumed to be one (1.0}, unless
otherwise agreed to be all parties to use a different value.
Factors other than one (1.0) will be determined in accordance
with ANSI/API 2530, hereinabove identified.

(vii) Qther Tests: Other tests to determine water
content, "sulfur, and the like in the gas shall be conducted
whenever requested by either party at the requesting partcy's

expense and shall be conducted in accordance with standard
industry testing procedures.

D. Billing, Payment and Notice. KET will use its best
efforts to furnish to 3GC on or before the tenth (10th) day of each
calendar month a gas allecation statement setting forth, in terms of
MCT, the total guantity of gas received and the Point(s) of
Cellvery,

the total guantity of gas redelivered hereunder to BGC at
—he Point of Redelivery during the immediately preceding calendar
mentl, and will render an invoice setting forth the transportation
Zees payable to KET. B3GC agrees to pay KET the Zull amount payable
according to such statement on or before fifteen (15) days following
—he receipt thereof by BGC. Shouid BGC fail teo timely pay part or
2ll oI the amount of any billing for services rendered or for any
other charges pavable hereunder, interest shall accrue on the unpaid
Dalance at the rate of twelve (12%) per annum £rom the due date
until date of payment. If such failure to pay continues for thirty
(30} days after pavment is due, KET, in addition %o any other remedy
it may have, may suspend Zurther receipt and delivery of gas until
such amount Zncluding interest, is paid.

It is Zfurther agreed that if it is ultimately determined
“hrcough judicial proceedings that XET is entitled to collect £rzom
3GC & sum due and owing for services provided under this Agreement,
in addition to the payment of said amount from BGC, KET shall also
be entitled to an award of interest thereon at the above-stated
contractual rate of twelve percent (12%) per annum from the date due



until the date paid, as well as all costs and attorney fees incurred
by KET in such legal proceeding. Each party hereto or its
representative shall have the right at all reasonable times to
examine the books and records of the other party to the extent
necessary to verify the accuracy of any statement, charge,
computation or demand made under or pursuant to this Agreement. Any
statement shall be final as to all parties unless questioned within
cne (l) year after payment thereof has been made. Any notice,
request, demand, statement, payment or other correspondence shall be
mailed to the post office address of each of the parties hereto,
hereinafter states, or to such other address as such party may
hereafter designate to the other in writing:

Burkesville Gas Company, Inc
119 Upper River
Burkesville, Kentucky 42717

Kentucky Energy Transmission, Inc.
Route 3, Box 26A Highway 127
Albany, Kentucky 42602

E. Taxes. XKET agrees to pay or cause to pbe paid during the
term of this agreement all Taxes (as defined in paragraph (i) below)
effective as of the date of this Agreement, lawfully levied and
imposed upon KET with respect to the transportation of gas and
associated facilities related thereto.

{1) The term “"Taxes" as used herein shall mean all
taxes, including, but not limited to, gross receipts tax,
licenses, fees and other charges levied, assessed or made by
any governmental authority on the act, right or privilege of
T“ransporting, handling or delivering gas which is measured by
the volume, heat content, value or sales price of the cas or
~ransportation fge levied upon and/or paid by BGC with respec:t
=0 the c¢as delivered hereunder. The term "Taxes" as used
herein does not Include and expressly excludes all gross
production, excise and severance taxes, ad valorem, capital
stock, income or excess profit taxes, general franchise taxes
imposed on corporations on account of their corporate existence
or cen Their right =9 do business within the state as Ioreign
corporactions &nd similar taxes chargeable to KET.

F. Assignment. This Agreement- shall bind and »enef:is
arties hereto and their respective successors and assians,
rovided that no conveyance or transfer of any interest of either
party shall be binding on the other party until such other zarty
nas reen furnished with written notice and a true copy cf such
convevance ¢or transfer.

z—he

u'uy



G. Hiscellanacus.

(i) This Agreement contains the entire agreement between
the parties hereto on the date hereof, respecting the subject
matter hereof, and there are no prior or contemporaneQus
agreements or representations affecting such subject matter
other than those herein expreased.

(ii) It is further agreed that nc modification or change
herein shall be enforceable unless reduced to writing and
executed by both parties,

(iii) No waiver by either party hereto of any one or
more defaults by the other in the performance of any of the
provisions of this Agreement shall operate or be construed as a
Wwailver of any future default or defaults whether of a like or
different character.

(iv) All operations conducted pursuant to this Agreement
are subject to all present and future laws of the State of
Kentucky and to all orders, rules and regulations of any State
or federal regulatory body having jurisdiction. This Agreemenc
shall be construed, enforced and performed in accordance with
the laws of the State of Kentucky. If any provision hereof
conflicts with such laws, then to the extent of such conflict
this Agreement shall be deemed modified to conform therewith.

(v} The provisions of this Agreement shall not impart
rights enforceable by any perscn, f£irm or organization not a
party or not bound as a party, ©r not a successor and/or
assignee of a party bound to this Agreement.

{vi) KET shall at all times maintain the transportation
lines used to transport gas on behalf of BGC from the peint
of receipt to the point of delivery and shall covenant with
BGC that the gas supply shall not be interrupted as long as a
supplier has supplied gas ar the point of receipt on behalf
of BGC that would otherwise be acceptable under the
specifications of this agreement for transportation to the
point of delivery. I£ such interruption occurs for a period
‘«0of 24 consecutive hours, then BGC shall notify KET of such
interruption and if the matter has not been cured within an
addizional 24 hours, after receipt of notice thereof, BGC
may, at its option, declare KET to be in default and sursue

all available remedies for sugh default as may apply under
Kentucky law.

"ARTICLE -IT
TERM OF AGREEMENT

This Agreement shall commence upon completion of the 3GC's
Zinancing to acquire the natural gas system in Burkesville and
shall continue in force and effect [for a term of one contract
vear (Primary Term); provided, however, the Primary Term shall be
automatically extended by one year hereunder and by one year on
each subsequent anniversary for a total of twenty-five (25)
vears]. This Agreement may be terminated by either KET or BGC upon
twelve (12) month's prior written notice.. This Agreement may be



terminated at any time by KET in the event BGC falls toc pay part
or all of the amount of any bill for service hereunder and such
failure continues for thirty (30) days after payment is due;
provided KET gives ten (10) days prior written notice to BGC of
such termination and provided further such termination shall not
be effective if, prior to the date of termination, BGC either pays
such ocutstanding bill or furnishes a good and sufficient surety
bond guaranteeing payment to KET of such cutstanding bill.

ARTICLE 1III
RATE SCHEDULE

3GC shall pay KET, for all service rendered hereunder in the
veriod stated, applicable prices established under XET's Rate

Schedule, attached as Exhibit 1, as same may hereafter be legally
amended or superseded.

2GC agrees that KET shall have the unilateral right to f£ile with
the appropriate regulatory authority and make changes effective in
the rates and charges applicable to service pursuant to KET's Rate
Schedule. KET agrees that BGC may protest or contest the
aforementiocned filings, or may seek authorization from duly
constituted regulatory authorities for such adjustments.

ARTICLE IV
POINT(S) OF RECEIPT

The Point(s) ¢f Receipt at which KET shall receive gas Zfor
transportation under this ratve schedule specifying for each Point cf
Receipt the Maximum Daily Receipt Cbligation and Delivery Pressure
limications as contemplated under the general terms and conditions.

Point of Maximum Daily Receipt Pressure
Receipt Receipt Limic
Metcalfe County 1,000 mcZ

2,000 Lbs psi
M & R Station #2536 -




ARTICLE V

POINT(S) OF DELIVERY

Naturzl gas to be delivered by KET to BGC hereunder shall be
delivered on the outlet side of the measuring station(s) at or near
the following peint(s), with the Maximum Daily Delivery Obligation
and the Delivery Pressure Obligation indicated below for each such

Point of Delivery as contemplated under the General Terms and
Conditions:

Point of Maximum Daily Delivery Pressure
Delivery Delivery Obligation Cbligation
Burkesville ' 2,000 mef 98 Lbs psig
City Gate
Any Peoint Along the 5,000 mcf

98 Lbs psig
¥ET Transmission Line,

as Determined
at a Future Date

ARTICLE VI

QUALITY

All natural gas tendered for transportation to KET for the account
of BGC at the Point(s) of Receipt shall conform to the quality
specifications set forth in Section 4.6 of KET's General Terms and
Conditions. KET may refuse to take delivery of any gas for
transportation which does not meet such guality provisions.

ARTICLE VII
ADDRESSES

hny notice, regquest, demand, statement, bill or payment provided for
in ghis Agreement, or any notice which any party may desire to give
<2 the other, shall be in writing and shall be considered as duly
delivered when mailed by registered, certified, or regular mail to
<he post office address of the parties hereto, as the case may be,
as fcllows:

(a) XKET: .
Kentucky Energy Transmission, Inc.
Route 3 Box 26A Highway 127
Albany, Kentucky 42602

(b) 3BGC:

Surkesville Gas Company, Inc.
119 Upper River Street
Surkesville, Kentucky 42717

or such other address as either party shall designate by formal
written notice.



ARTICLE VIIX
IXCLUSIVITY

3GC shall have the exclusive right for the term of this Agreement to
tap the existing KET transmission line for the purpose cof retail
sales to residential, commercial, industrial, and agricgultural
users. Nothing in Article VIII will restrict KET from making other
connections or supplying natural gas to outlying areas. KET shall
give zight of £irst refusal to BGC for outlying areas, KET does-
herein agree to enter into a Transportation Agreement with BGC for

the purpose of supplying natural gas to the City of Marrowbone and
its surrounding areas.

N WITNESS WHEREQF, the parties hereto have caused this Agreement
<0 be signed by their respective Presidents, Vice Presidents or
other duly authorized agents and their respective corporate seals
to be hereto affixed and attested by their respective Secretaries
or Assistant Secretaries, the day and vear first above written,

KENTUCKY ENERGY TRANSMISSION, INC. BURKESVILLE GAS COMPANY, INC.

BY:

ATTEST:




EXHIBIT A

DATED: December 23, 1591

TO THE SERVICE AGREEMENT BETWEEN

KENTUCKY ENERGY TRANSMISSION, INC. ("KET") AND
BURKESVILLE GAS COMPANY, INC. ("BGC")} POINTS OF RECEIPT

Transportation Charge: 40¢ pex mcf

In no way 3shall any succeasive
renevwals of the term of <his
Agreament cause the Transportation
Charge to exceed 51.00 per mec?,

Tirm Points not Subject to Reducticon Pursuant to Receilpt

Point of Receipt Maximum Daily Measurement
Description Receipt Oblligation* Responsibilities
City Gate 1,000 mef BGC

Meter #2642
Znd of Church Street

- tlus applicable shrinkage



